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A meeting of the State Lands Commission was held in the office
of the State lands Commission, Room 302 Callfornia State Building,
Los Angeles, August 28, 1941, at 10:00 A, M,

Present were:

George Killion, Chairman
Harry B. R‘iley’ Mexber
Absent wass

Ellis E. Patterson, Member

Minutes of the mestings of July 24 aud 25, 1941, were, upon

motion of Mr, Riley, sec¢onded by Mr. Killion, unam.mously approved
and confirmed as submltted.

Upon motion of Mr, Riley, seconded by Mr. Killion, & resolution

ag’chorézmg, approvzng and confirming the fallow:mg achts and matte*a was
adopteds

i. Pursuant to & rese}.utmn adepteé at the last meeting of the
Commission, 2 notice of cancellation of State 0il and Gas lease No. 82
was delivered to the Rizmcon 0il Company. Prior to the expiratiom of ths
grace period provided in.the lease, the lessee caused to be issued and
served a btémporary restraining crde” prohibiting the cancellation of the
lease until a determination could be made by the gourt. On service
of this order the matter was referred to the office of the Atvorney
General. Tt is set for heaving September 135, 1G41.

2. Foilow %ng the last Commission desting, & lether was writién
the Attorney General requesting opinions «oncerning
the validity of the so=called "May 1 rule” and to the feasibility of
instituting actions to collect royaltz.es retroactively and subsequernt
to the date of its adoption. No opinion has yet been veteived from
the Abttorney General. Representatives of the Huntingtow Beach Townsite
Assazec3.:;1&7&»3.&:«17;,z however, appesared before the Commission contending that
the rule is unreasonable and requested that the Sommission waive any
claim which may rssult besause of the application of the rule. After
consideratmn, it was unanimously decided that the Commission would
not attempt to enforce retroactive application of the rmle prior to

- the date of its adoption and that no determination should be made

regarding possible claims acerulng after the date of the rule's
adcption wntil the above opinion is received from the affice of the
Attorney Gemeral., A like decision was reached in comnection with the
application of Messrs. Schwab and Marion regarding the appliication of
said rule to Agreement for Easement No. 300, Huntington Reach., Upon
petition of thess last named individuals, the substitrtion of Mr.
Marion for the present leasee under that easement was approved upon

gengﬁzgn bhat bapproprlate papers relating to such substitubtion should
e ad.

3. The eighth rovision of allotment %o Spate’s land under the
provisions of Agreement for Easzement No. 415, Rio Vista, was approved.
The rninth and teath revisions, however, were ccnsidered not ancepbable
and approval thereof was deferred pending further consideration.
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be 1%t was determined that the cost of an audit to establish the
amount the State may recover for the approximate ten percent of the
gas produced from the ¥McDonald Field and sold by Standard 0il Cempany
at 3% cents per m.c.f. is not warranted izm that such amount as may be

recovered would not appear to greatly exceed the cost of the necessary
periodic audits.

5. Inasmuch as the Amerada Peétroleum Corporation hasg agreed to
deliver its charts to the Gommission's representative at Rio Vista,
it was decided that the guestion of imstalling gas meters at Rio Vista
needs no further consideration.

6. As the well "S. & R." No. 1 described in Agreement for
Baszment No. 290, Huntington Beach, has been unproductive since July
il, 1941, and well "Tide" déscribed in Agreement for Fasement No. 325,
Huntington Beach, has bsen unproductive since June 25, 1941, the
Commisgion issued instructions that a notice of canesllation be serveqd
on each of the lassees. , ) — : o

7. The offer of the Southwest Exploration Company to pay to the
State, in addition to the royelidy heretofore paid, the sum of $1,873,77
or approximately 7 cents per #.c.f. for the fifty percent of the gas
retained by Standard 04l Company to and including July 31, 1941, and
7 tents per m.c.f, for the fifty percent of the gas retiained by
Standard to and including November 30, 1941, under Agreement for
Easement No, 392, Huntington Beach, was accepted.

.. 8. The Extension of the conbract between Standard 0il Company
and Pacific Lighting Company (formerly Industrial Tuel Supply Company)
covering dry gas produced under Agreement for Easement No. 338,
Bungingbon Beach, was approved. ' _ '

: 9. The offer of Eugens l. Gottlieb; as Attorney for Hyman Levine,
one of the defendants in the Bestmi case of $2,369.42 in full setble~
rent of the Statels claim against Mr. Levine was approved subject to
gonfirmation by the Governor and assurance from the office of the
Attorney General that the acceptance of such funds would not prejudice
the righis of the State against any other defendant in the action.

10. Representatives of Beloil Corporation, Ltd., grantes under
Agreemant for Easement Nos. 33 and 315, Huntington Beach, after
having informed the Commissdion they had consclidated production
reports from the two wells wpon verbal instructions from ¥Mr. Vandegrift,
former Director of Finance; (which fact was verified by Mr. Atherton)
were instructed to furnish separate reports for each essement from
February 21, 1941, the date upon which notice was given to sc do with
the understarnding that any requirement which may exist to report the
proguction in that mannexr prior to February 21, 1941 would be waived.

: 11l. Authordzabion was granted to modify Agresments for BEasemonts
Hos. 409 and 410, Huntingtoxn Beach, as requested in application of the
Termo Company of August 1, X941, with respect to location of well undsr
Ho. LU9 and depth of well under HNo. 410.
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12. Subject to concurrence by Standard 0il Company, authorization
was given to continue tha use of Bulletin TS 353 as & baais for the
measurement of gas production at Ric Vista und McDonald Island.

13. After consideration of the appraisal of the area eccupied by
Mr, Cesa at Antioch, the Commission fixed as a reasonavle annual rental
the sum of $60.00 per asre per annum and issued instructions to negoti-
ate a lease on that basig. in addition, instructions were giwven to
attenpt to effect collection for the past use of the proparty in ques-
tion, :

1. The application of Wm. Piérce for an easement over certain
tidelands at Morro Bay for the purpose of constructing a pier was
sonsidered and approval given for ah easement for a periocd of twelve
years at an annual rental of §144.00 payable in advance.

15. The granting of an sasement %06 the Federal Government for the
purpose of laying a submarine cable across State lands extending westerly
from ﬁh§ approximate northerly limiss of the City of Coronado was
approved, _ .

16. The sum of $160.00 received from the Scuthern Californis Tele
rhone Camgany as consideration for an easems:.. 100 fest wide scross
Section 36, T. 6 N., K. 11 E., S. B. M., was confirmed.

17. After considering the appraisal of 1237 made by the State
Mineralogist relating $o0 the property described as SW: of NBk and Wi
of SE: of Section 16, T. 25 N., R. 7 W., M. D: M., Tehams County the
bid of 5% made by A. R. Asbill was rejectad. |

18. On the application of Nessrs. McLaughlin and Applegarth,
authorization was given to invite bids for a minsral lease for the dével-
_opment of chromite for the property describded as the B of Section 16,

T, 25 N., R. 7 ¥., M. D, M., Tehama Counby, and instructions given %o
publish the following notice as required by law:

Notice is hereby given by the State lands Commission, acting pur-
suant to the "State Lands Act of 1938" {Chapter 5, Stabutes of California,
1938, extra session), of intention to enter imto leazes for the purpose
of extraction of chromibe upon those certain parcels of real property
gituate in the County of Tehama, State of California, and more particular-
ly described as follows, to wit:

E% of Section 16, T. 25 N., K. 7 W., M, D. M.

Bach bid submitied pursuant to this notice shall be accompanied by
certified or cashierts check of a respongible bank in CGalifornia payable
to the Lreasurer of the Stats of California in the sum of $200.00 as
& deposit of good faith, and except in the case of the successful bidder
or bidders will be retarned %o the respective bidder. Should the
succegsful bidder or bidders fail or refuse to execute the lease within
fiftesn {15) days of the awsrd thereof oy the Commisszion, the depogit
shall be forfeited to the State of California, otherwise the amount of
sald deposit shall be applied upon the anrmal rental for the {irst year
and the balance, if any, refunded to the lessee.

All bids made pursuant to this netice shall be addressed to the
State Lands Commission, sealed and dejivered to the State Lands Comanission,
d Professions Building, Sscramento, CGalifornds, on or
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before 12 o'clock B of the 15th day of September, 1941l. Upon the

asealed envelcpe containing such bid shall be written "Bid of (name of
bidder) made pursuant to notice of intention of the State Lands Commission
to enter into lease for extraction of chromite from State lands in the
County of Tehama, State of Cal:fornia”,

Bids received pursusnt to this notice will be publicly opened at
10 otclock A, M., September 16, 1941, in Room 306 State Capitel, Sacra-
mento, California, or at such other place, time and date, as the Comm-
ission shall determine.

Form of bid entitled "State Mineral Lease No. " may be
btained at the office of the Commission; Room 202 California State
Building, Los Angeles, California,

The Commission reserves the right to reject any and all bids
received pursuant to this notice. -

- 19. Because of the failure of the lesseas upder State Mineral
Leases Nos, 396 and 397 to pay delinquent rental and submit a schedule of
operations, together with other data agreed upon at the last meeting of
the Commission,  instructions were given to cancel said leases,

20. Pollowing & report that certain typographical errors appear in
the easement heretofore granted to National Dry=Ice Corporation; the
Commission authorized the correction of such diserspancles as may appear
in the consideration and desc¢ription.

. 21, The applicatiocn of I. W, Parks to purchase the N#* and W} of
SWk of Section 36, T. 35 N., R, 1 W., M. D, M., Shasta County, was
disallowed because it was not considersd in the interests of the State
to disposz of the fee interest Lo the property at this time, and the
application of the Pacific Gas & Electric Company for an eassment 8350
feet long by 350 feet wide across the property for the sum of $630.00
was approved. '

22, The issuance of an easement 120 feect wide over the Ei of
Section 36, T. 32 8., R, 34 E., M. B. M., containing 7.43 acres %o
Department of Public Works was authorized.

23. The sealed bid of the Humphreya Gold Corporation was received
and opened in accordaunce with the rules and regulations. It was found
that said corporation had made a did of ten percent for all ore at the
portal of the mine, whereupon the Commission, after considering the
apprzisal of the State Mireralopdist, avthorized the execution of a leasea
to Humphreys Gold Corporation in zccordance with the offer submitted
for the property described as N% of S% of SW: and S2 of N3 of Wk of
seetion 36, T. 4 S., R. 8 B.y M. D, M., Stanislaus County.

2L,. Inasmuch as the General Land Office rejected his application,
authority was granted to execute Certificate of Restitution No. 284
entitling Cherles Wilfred Hobson to a refund of $150.00 paid by him
for 30 acres of scrip at $5.00 per acre.

25« Minimum price of 10.]2 cents wos set ag the sum-to be advertised
for grazing lease covering Secvion 24, T. 36 N«, R. 10 E., M. D. M.,
Lassen County.

iz.»_ ) o,

RN I vt denann i e e SN




® : &

, 26. Authority was granted to expend the sum of not to exceed
$133.00 for the purchase of county maps for use in the Sacramento office.

27. The tentative approval given the Attorney General to file a
protest with the General Land 0ffice relative to application for patents
filed by the Valentine Land Company in connection with certain tidelands
was confirmed, :

28. Approval was given te 2 contract with Legislative Coungel for
the employment of Lawrence Allyn for the purpose of compiling rules,
gegglagiens and forms pursuant to new statutes, in a sum not to zxceed
£500,00.

Letter from the State Controller dated August 18, 1941 was read
in which he advised that the sum total of $160,00.00 should be trans-
ferred from the State Land Act Fupd to the General Fund and State Park
Maintenance and Acquisition Fund in percents of 70 and 30, respectively.

. Upon motion of Mr. Riley, seconded by Mr. Killion, and unani-
mously carried, a resolution was adopted directing the transfer from the
State g'cimds Act Fund in accordance with the suggestion of the State
Controller. '

It was directed to the sttention of the Commission that, at
its meeting on August 16, 1940, a resolution was adopted defining the
powers and duties of the Executive Officer but that said resolution was
directed personallv to the former incumbent rather than to the position.
-Upon mobien of My, Riley, seconded by Mr. Killion, and umsnimously
adopted, it was resolwved that the powers and duties as wreviously
outlined should spply to the position of Executive Officer and that all
acte heret@¢fore done pursuant to said powers were confirmed.

Upon motion of Mr. Riley, seconded by Mr. Killion, a regolution
was adopted that & sum not to exceed $2,000.00 be appropriated and used
subssquent to September 13, 1941, for the purpose of installing a
proprietvary lands index in the Sacramento office.

Porsuant to the rasolution adopted by the Commission on July 2k,

- 1941, the respegtive lessees were informed thah they had apparently failed
to meat the drillivg requirements under State Vil and Gas lLeases Nos. 55
and 56 as modified by the operating agreement. Upon reseipt of this
information, each of gaid lessees reguested permission to praesent his views
to the Commission. I was the conrtention of the lessees that although
technical default may exist under each of the léases, it was not economi-
cally feasible to drill additional wells at this time, particularly in
7iew of the large losses heretofore sustained in comnection with prior
drilling on the property.

After considerable discusgsion, upon motion of Mr, Rilew, o ]
seconded by Mr, Killion, it was umanimously resolved that the previous :
ag¢tion of the Commission in declaring the leases in default was raseinded
with the understanding that such rescision should not be construed as
walving the right of the Commiszsion to taks like action in the future.

The Commission directed thaet negotiaticus be carried on with the lessses
anpd that an attempt bs made to effest a settlement by obhaining a guitelaim
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of each lease or substantial portion thereof or an easement under, in
order that the Commission may in the future be in a position to reach
possible deeper zones beyond the boundaries of the present leases if
it seems desirable.

Mr. Schroeder of the Standard 0il Company and Mr. Vincent of
the P. G. & B, Cowpany appeared before the Commission and informed it
that, due to the failure of the P. G. & E. Company tc complete its pipe
line and meke connection with the so-called "State" well at Rio ¥ista,
that Standard 0il Company had been unable to take the pro rata portion
of the gas from that well which should be produced under the terms of the
Agreement for Easement during the period of September 1, 1940, tdo March
1941, although Standerd bad, during that period paid to the State the
amount of royalty accruing under the terms of the easement. The edsesment
provides that any underage shall be made up within a period of six menths.
Following a detailed discussion of the matter, and after due consideration
of the various problems which prevented the P. G. & E, Company from com-
pleting its pipe line, the Commission,-on motion of Mr. Riley, seconded by
Mr, Killion, nnanimousiy resolved that the State should not invole the
provisions of aaid agresment for sasement relating ©6 She uhderage which
accrued during the period stated, and that, in view of the fact that
Standard had heretofore paid royalty on the gas, that it should be
permitted to make up the underage within a reéasonable time upon condition

that the waiver of the underage provisions in relation to this gatter should

uot be construed as a waiver nor modification of any other prowisions of
Agreement for Easement No. 415 nor as affecting the right of the State to
enforce the provisions of the easement in regard to any underage which may
acerue subseguent to March 1941. ‘ 1 -

: The Commission was informed that a judgment quieting title to
certain property along the Corte Madera Creek had .2en chbtained against
persons who have constructed houseboats and anchored them along the banks
of that stream; that the State was not & party to that action and is,
therefore, not bound by any Jjudgment which has been enbered; that as a
result of the judgment, certain of the defendants contend their houseboats
are in fact located on State landsy that Lo determine whether such is &
fact it will be necesgary to survey the creek o ascertain the boundaries
of any property which may beiong to the Statbs. :

Bpon motion of Mr., Riley, secéﬁ&‘ad by Mr. Killion, it was
unanimously resolved that such a survey shonld be made and that the

Commission should appropriate the sum of $3,000.00 to cover the expenses
which would necessarily be insurred.

It was reported to the Commission that the Attorney General's
office had stated it was unable to issue an opinion in regard to the
Elwood lsases on the basis of the data contained in the speeial report
dated May 1l6th, 1941 of the Division of Budgets and Accounts,
unless such data were amplified and a formal writtem request for an
opinion received from the Commission.

Upon motion of Mr. Riley, seconded by Mr. Killion, it was
unaninmousiy resolved that any action in connection with the matters
roferred to in the special report should be deferred until such time as
the Commission could srrange 2 spscial meeting for the purpose of
studying the entire probiazs in detail.
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It was reported te the Commission that a conference “ad been
held with Mr, Burr A, Brown, City Attorney of Seal Beach, CGalifornia,
ard Mr. Erickson and Mr. Smith, City Manager and City Attorney, respect-
ively, of Long Beach, California, in regard to the proposal of J. A.
Olsen and Associates to drill for oil under the tidelands fronting the
City of Seal Beach. Mr. Brown stated that all of the property within
the limits of Seal Beach fromting the ocean was by an initiative ordinance
zoned against drilling; that a special election rescinding the ordinance
would be required before Olsen et al. could acquire a permit for a drill
site in that area; that Olsen had requested the City Council of Seal
Beach to eall a special election and had agreed if such elestion carried --
and eommersial production were obiained from the well, te pay the City
of Seal Beach the sum of $25,000.00. No action was taken by the Councal
on this request and it was Mr. Brown's opinion that even if the matter
were presented to the people, it would fail te carry. Mr, Erickson and i
Mr, Smith of Long Beach stated that they had been attempting to effect - |
a program with the State Park Commission %o use the State Park land ‘
immediately east of the ¢ity limits of Loong Beacn for the purpose of y
opening & channel to the Bay. They indicated that this program was now '
before the War Department and that in view of this situation, the City
of Long Beach would be required t¢o protest gny action which the State
might initiate to use State Park lands fdr drill sites.

The Division of Parks contends. i;ha;c pone of its lands in the
SJeal Beach area is available for drill sites.

. ifter considering this report, the Commigssion deferred further
action pending future developments. '

- A report of BPr. E. K, Scper concerning the geclogical structure
| at Elwood was studied, and upon motiocn of Mr., Riliey, seconded by Mr,

Killion, a resclution was unanimously adopted authorizing necessary steps
to be taken preparatery to calling for bids. ‘ '

There being no further business to coms befare the Commission,
the meeting was adjourned. ,
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